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Wipro Limited

Summary of Rated Instruments

Instrument* Rated Amount Rating Action
Fund-based (inter- Rs. 1,333.80 crore [ICRAJAAA (Stable)/
changeable) facilities (Revised from Rs 3,126.00 crore) [ICRA] Al+
Reaffirmed

Fund-based (inter- USD 1,097.00 million [ICRA]JAAA (Stable)/
changeable) facilities (Revised from USD 996.00 [ICRA] Al+

million) Reaffirmed
External commercial USD 150.00 million [ICRAJAAA (Stable)/ Reaffirmed
borrowings (ECBS)
Non-fund based facilities Rs. 4,136.00 crore [ICRAJAAA (Stable)/ Reaffirmed

(Revised from Rs 3,625.00 crore)

Non-fund based facilities USD 10.70 million [ICRAJAAA (Stable)

*Instrument details are provided in Annexure-1

Rating action

ICRA has reaffirmed the [ICRAJAAA (pronounced ICRA triple A) rating to the Rs. 1,333.80 crore
(revised from Rs. 3,126.0 crore) fund-based (inter-changeable) facilities, the USD 1,097.0 million
(revised from USD 996.0 million) fund-based (inter-changeable) facilities, the USD 150 million ECBs
and the Rs. 4,136.4 crore (revised from Rs. 3,625.0 crore) non-fund based facilities of Wipro Limited
(Wipro / the company). ICRA has assigned a fresh rating to the USD 10.7 million non-fund based
facilities of Wipro. The outlook on the long-term rating is stable. ICRA has also reaffirmed the short-term
rating of [ICRA]JA1+ (pronounced ICRA A one plus) to the Rs. 1,333.8 crore (revised from Rs. 3,126.0
crore) fund-based (inter-changeable) facilities and the USD 1,097.0 million (revised from USD 996.0
million) fund-based (inter-changeable) facilities of Wipro. Though a part of the bank limits of the
company are denominated in foreign currency, ICRA’s rating for the same are on a national rating scale,
as distinct from the international rating scale.

Rationale

In arriving at the ratings, ICRA has taken a consolidated view of Wipro, factoring in its established global
presence in the Information Technology (IT) services outsourcing industry and its diversified business
verticals and strategic alliances spread across various geographies. The company functions in a dynamic
industry environment witnessing a shift in customer needs from application-based services to automation,
analytics and digitisation-based. The Indian IT industry also faces head winds because of policy changes
in USA regarding H1B visas, visa availability and budgetary spends in the US healthcare segment due to
expected change in regulations. This was, however, cushioned to an extent by healthy business volumes
under financial solutions, consumer, manufacturing and technology verticals, thereby supporting the
overall revenues. Wipro posted a 7.4 % yoy growth in revenues in constant currency and 4.9% yoy
growth in US Dollar terms during FY2017. The company’s efforts towards strengthening its presence in
other verticals, together with expected growth in business volumes under new contracts are
expected to support its revenue growth, going forward. Furthermore, over the last few years,
Wipro has been investing incrementally on new technology areas such as social media, mobility,
analytics and cloud computing. Wipro’s continued focus on enhancing technological capabilities
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combined with its strong delivery track record would aid in deal wins and in turn support long-term
business growth.

While over the next 12-18 months, some recovery in IT expenditure by Europe (which had fallen because
of oil price volatility) and focused efforts by Wipro on strengthening its verticals by various acquisitions
of intellectual properties as well as partnering for diversifying its skill sets are expected to support
revenues. The overall revenue outlook for the industry appears muted.

The rating continues to factor in the strong financial profile of the company, which is characterised by
positive cash accruals and healthy debt coverage metrics. Wipro maintained a healthy capital structure
during FY2017, with leverage of 0.3x as on March 31, 2017. The company has unutilised lines of credit
(in the form of bank overdrafts, lines of credit) amounting to over Rs. 5,300 crore and sizable cash and
liquid balance to over Rs. 15,000 crore as on March 31, 2017. Going forward, the company is expected to
continue investing in intellectual properties and acquisitions; however, it will be supported by existing
cash reserves. The rating takes into account the increasing pricing pressure from competitors, challenges
of retaining and training a large talent pool and te risk of sizable portion of revenue (almost 17%)
generated from its top 10 clients. The company has taken steps to re-align its strategies to mitigate these
risks. The company is recruiting locally and acquiring strategically companies within various IT sectors to
diversify its geographical base and skill sets, while focussing on winning new deals.

Key rating drivers

Credit strengths

Global player in the IT services industry and dominant position in the domestic market

Proven ability to win and handle large scale projects globally

Strategic relationships with key clients supporting high repeat business (98% in FY2017)

Strong financial profile characterised by healthy operating accruals, sound cash position and
comfortable debt coverage metrics

YV VY

Credit weaknesses

» Uncertainties over the macro environment in key markets like North America and Europe pertaining
to IT budgets, which could result in demand compression, pricing pressure and increased credit risk
from vulnerable clients

Margin pressures arising from wage inflation; competitive pressures (from companies in India as
well in other low-cost countries)

Managing challenges of foreign currency fluctuations and employee attrition

Uncertainties over the new US Government’s visa policies for its non-immigrant and temporary
skilled workers such as H-1B and L-1 visa programmes

Increasing automation of processes in traditional businesses, such as business process outsourcing
(BPO) and application as well as infrastructure management driving demand for re-skilling and new
investments

Y

YV VYV

Description of key rating drivers:

The rating factors in Wipro’s market position in the IT service industry globally as well as domestically
(third in terms of revenue following TCS and Infosys). The company witnessed a growth of 7.4% during
FY2017 on constant currency basis on the back of its diversified revenue generating verticals with
Finance Solution contributing about 26%. The company also increased its digital revenue to 22.1% in
FY2017 as compared to 17.5% in FY2016 indicating its ability to adapt to the changing needs of its
clients. The company recorded repeat business of 98% from its existing clients with revenues from top
client growing by 6.4% QoQ for Q4 FY2017 on the back of strong execution of projects. The revenue
from its top 10% of customers dropped from 19.3% in FY2016 to 17.1% in FY2017 on account of drop in
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expenditure from some key customers in the energy segment. During FY2017, the company sustained its
quarterly growth rate with its recent acquisitions. The company also expanded its operations in various
regions and acquired intellectual property.

The rating, moreover, factors in the uncertainties such as the concentration risk owing to more than 50%
of revenue generation by the US market. The company faces headwinds due to expected increase in
employee cost because of H1-B visa fees, visa availability issues and wage inflation resulting in pricing
pressure. The increasing demand for automation requires updating the skills of its workforce, further
pressurizing its talent pool. Overall, the changing scenario calls for rethinking and realigning of strategies
for IT companies, with Wipro already demonstrating focused efforts through its business strategies.

Analytical approach: For arriving at the ratings, ICRA has applied its rating methodologies as indicated
below.

Links to applicable criteria:
ICRA's Rating Methodoloqgy for Information Technology
Corporate Credit Ratings: A Note on Methodology

bout the company:

Wipro Limited (Wipro) is the third largest Indian player in the global IT services outsourcing industry in
terms of revenue, after Tata Consultancy Services (TCS) and Infosys Limited (Infosys). Wipro was
incorporated in 1945 as Western India Vegetables Product Limited and was predominantly a consumer
care products manufacturer till 1980, when it began its IT services business. The company’s operations
can be broadly classified into IT services and IT products. With effect from April 01, 2012 (FY2013), the
company demerged its other divisions (consumer care and lighting, medical equipment and infrastructure
engineering) into a separate company, Wipro Enterprises Limited (WEL), to enhance its focus and allow
both businesses to pursue their individual growth strategies.

Its IT services segment (95% of revenues in FY2017), provides IT and IT enabled services (IT/ITeS) to
customers. Key service offerings include software application development, application maintenance,
research and development services for hardware and software design, data centre outsourcing services and
business process outsourcing (BPO) services.

During FY2017, the company has regrouped its industry verticals into—finance solutions (BFSI),
healthcare, life sciences and services (HLS), consumer (CBU), energy, natural resources and utilities
(ENU), manufacturing and technology (MNT), and communications.

Wipro’s IT products segment (5% of revenues in FY2017) offers a range of Wipro personal desktop
computers, Wipro servers and Wipro notebooks. It is a value-added reseller of desktops, servers,
notebooks, storage products, networking solutions and packaged software for leading international
brands. However, this segment commands relatively low margins.
Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable


https://www.icra.in/Rating/ShowMethodologyReport/?id=468&Title=Information%20Technology%20%20(Services)%20Industry&Report=IT%20Services,%20Rating%20Methodology,%20May%202017.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology
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Rating history for last three years:

S.No | Name of Current Rating Chronology of Rating History for the past 3 years
Instrument FY2018
Rated | Month-year | Month-year & | Month-year | Month- year &
amount & Rating in & Rating in Rating in
Rating FY2017 FY2016 FY2015
July 2017 April April November
2016 2015 2014

1 Fund based Rs. [ICRA] AAA [ICRA] AAA | [ICRA] AAA [ICRA] AAA
(inter- 1,338.0 (Stable)/ (Stable)/ (Stable)/ (Stable)/
changeable) crore [ICRA] Al+/ [ICRA] Al+/ [ICRA] Al+/ [ICRA] Al+/
facilities Reaffirmed Reaffirmed Reaffirmed Reaffirmed

2 Fund based | USD | [ICRA]AAA [ICRA] AAA | [ICRA] AAA [ICRA] AAA
(inter- 1,097.0 (Stable)/ (Stable)/ (Stable)/ (Stable)/
changeable) million | [ICRA] Al+/ [ICRA] Al+/ [ICRA] Al+/ [ICRA] Al+/
facilities Reaffirmed Reaffirmed Reaffirmed Reaffirmed

3 External USD | [ICRA] AAA [ICRA] AAA | [ICRA] AAA [ICRA] AAA
commercial 150.0 (Stable)/ (Stable)/ (Stable)/ (Stable)/
borrowings million Reaffirmed Reaffirmed Reaffirmed Reaffirmed
(ECBs)

4 Non-  fund Rs. [ICRA] AAA [ICRA] AAA | [ICRA] AAA [ICRA] AAA
based 4,136.0 (Stable)/ (Stable)/ (Stable)/ (Stable)/
facilities crore Reaffirmed Reaffirmed Reaffirmed Reaffirmed

5 Non- fund | USD | [ICRA] AAA - - -
based 10.7 (Stable)
facilities million

Complexity level of the rated instrument:

ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly
Complex". The classification of instruments according to their complexity levels is available on the
website www.icra.in


http://www.icra.in/
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Annexure-1
Instrument Details

Instrument Date of | Coupon | Maturity | Amount Rate Current Rating and
Issuance Rate Date Outlook
/
Sanction
Fund based limits - - - Rs 1333.80 [ICRAJAAA(Stable)/
(Long term/ short crore [ICRAJAL+/
term) Reaffirmed
Fund-based limits - - - USD 1,097.00 | [ICRAJAAA(Stable))/
(Long term/ short million [ICRA]JAL+
term) Reaffirmed
ECB - - - USD 150.00 [ICRA]JAAA(Stable)/
million Reaffirmed
LC/BG - - - Rs 4,136.40 [ICRAJAAA(Stable) /
crore Reaffirmed
LC/BG - - - USD 10.7 [ICRA]JAAA(Stable) /
million Reaffirmed
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About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and
financial services companies as an independent and professional investment Information and Credit
Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a
Public Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock
Exchange. The international Credit Rating Agency Moody’s Investors Service is ICRA’s largest
shareholder.
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